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Abstract
Purpose – This paper aims to investigate whether corporate social responsibility (CSR), as evidenced in
annual ﬁnancial reports, is associated with a ﬁrm’s ﬁnancial performance in New Zealand.
Design/methodology/approach – A word count approach of several key CSR indicators found in the
audited ﬁnancial reports of NZX50 constituent ﬁrms is used. Several variables are constructed that measure
the presence of CSR within the annual report such as sustainability, responsibility, social, environment,
diversity, employee and community, and eight other variables within the annual report that measure the
penetration of stakeholder engagement. Control variables and alternative measures of CSR are also included.
Descriptive statistics and results of both univariate andmultivariate tests are provided.
Findings – The ﬁndings establish a positive connection between CSR and ﬁnancial performance. It is
shown that ﬁrms that are unable to focus their attention on key stakeholders, but instead waste managerial
capital on vague social policies and activities, are associated with weaker performance. Firms that consider
the protected indigenous peoples as key stakeholders are associated with superior performance, especially
when the ﬁrm is seeking regulatory approval.
Social implications – Evidence is provided that CSR and Maori stakeholder engagement is implied by
ﬁnancial reports that have a signiﬁcant association with corporate ﬁnancial performance.
Originality/value – The results provide one of the ﬁrst analyses linking the interplay between CSR, Maori
and corporate ﬁnancial performance using information publicly observable in annual ﬁnancial reports.
Evidence of an association between ﬁrms that indicate awareness of their community and higher levels of
return on assets (ROA) is provided.
Keywords Corporate governance, Corporate social responsibility, Corporate ﬁnancial performance,
Stakeholder, Maori, Pasiﬁka
Paper type Research paper
1. Introduction
CSR has become more important over the past decade, as it has taken a foothold within the
worldwide corporate paradigm. Not surprisingly, CSR has been shown to enhance the
reputation of the ﬁrm (Carroll and Shabana, 2010; Servaes and Tamayo, 2013), reduce
idiosyncratic risk (Bassen et al., 2006; Lee and Faff, 2009; McWilliams and Siegel, 2001),
proxy for competent management (Renneboog et al., 2008a, 2008b) and enhance revenue
JEL classiﬁcation – G10, G32
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(Flammer, 2015). Much of these beneﬁts are in part attributable to stakeholder management
(Carroll and Shabana, 2010), which in turn imparts value to ﬁrms (Jiao, 2010). In fact, many
corporations devote signiﬁcant attention to CSR: dedicating segments of their annual
reports and websites, incorporating CSR into their marketing strategy, perhaps even
considering CSR when setting strategic goals. In this study, we provide the ﬁrst
investigation into whether there is a link between CSR awareness observable in a ﬁrm’s
ﬁnancial annual report and its ﬁnancial performances.
A key shortcoming of corporate social responsibility (CSR) information is the lack of
mandatory assured disclosure on standardized measures that investors can turn to for
information. In turn, investors and stakeholders are faced with high information costs when
they base decisions on CSR issues. Unfortunately, investors often are at an information
disadvantage with respect to CSR and stakeholder engagement (Kempf and Osthoff, 2007;
Statman and Glushkov, 2009), as they are unable to gauge the true quality of a ﬁrm’s CSR.
Academic studies highlight the importance of providing investors with information that
helps resolve investor uncertainty regarding the quality of a ﬁrm’s relationships with its
primary stakeholders (Ramchander et al., 2012) and overall CSR quality. Although
proprietary CSR ratings exist, access is restricted to only those investors with the ﬁnancial
means to afford the required premium. Regardless, research suggest that these ratings
neither always reﬂect the true quality of ﬁrm-level CSR nor do they optimally use publicly
available data (Chatterji et al., 2009). Surprisingly, even investment funds use arbitrary CSR
screens based on a best-/worst-in-class criteria, contrary to the ex ante expectation of in-
depth CSR analysis (Kempf and Osthoff, 2007; Statman and Glushkov, 2009).
Different from previous studies (Section 2), we evaluate whether CSR information
implied in corporate annual ﬁnancial reports (as opposed to ratings by proprietary services)
conforms to the literatures’ generalized positive expectation with regard to CSR disclosure
and ﬁrm performance. Speciﬁcally, we analyze ﬁrms’ emphasis on CSR issues based on
certain CSR word counts in annual reports of large ﬁrms in New Zealand during the 2002-
2014 period and investigate their economic impacts on corporate ﬁrm performance (CFP).
We ﬁnd that some aspects of CSR are associated with improved CFP, while others could
possibly reduce CFP. Secondly, we also document the New Zealand case of CSR and provide
one of the ﬁrst insights on the link between CSR and CFP in New Zealand. Lastly, our most
novel results highlight the importance of managing legally protected indigenous peoples
(Maori) to protect the ﬁrm from costly litigation and aid the ﬁrm in regulatory issues.
New Zealand is well known as a country with a degree of high awareness of
environmental and sustainability issues. Nevertheless, empirical investigations on CSR
issues among New Zealand ﬁrms are still limited. Few studies have documented that the
growth in awareness of CSR has added to the criticisms of the use of proﬁt as an all-
inclusive measure of corporate performance (Hackston andMilne, 1996). These early studies
have shown that New Zealand ﬁrms disclose less voluntary information in relation to
Australia or the UK. Size is noted as the driving force behind disclosure, with New Zealand
ﬁrms generally smaller (Hackston and Milne, 1996). We document a similar size effect
within our study. When considering the motivation of CSR disclosure, organizations across
Australasia seem to draw on local reporting initiatives when disclosing CSR, as well as the
demands of internal stakeholders (Farneti and Guthrie, 2009). We draw on this and posit
that annual reports with greater consideration for CSR should be associated with ﬁrms that
share a stronger alignment with their stakeholders. Studying NZX50 ﬁrms during the 2002-
2014 periods, our results show that evaluating a ﬁrm’s CSR proﬁle based on the imperfect
information contained in the annual report does provide a good indication of the
performance impact of CSR.
Not all CSR is
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Another interesting aspect that is particular to the New Zealand setting is the legal
acknowledgement of Maori as the original custodians of the country. New Zealand,
therefore, is especially sensitive to social responsibility concerns, as the rights of Maori
stakeholders are explicitly provided for under the Treaty of Waitangi Act 1975. In addition,
the ResourceManagement Act 1991 (s5) explicitly provides:
[. . .] to promote the sustainable management of natural and physical resource [. . .][by][. . .]
managing resources in a way, or at a rate, which enables people and communities to provide for
their social, economic, and cultural wellbeing and for their health and safety while avoiding,
remedying, or mitigating any adverse eﬀects of activities on the environment.
Based on the study, this legal impetus is mirrored in the relation between CSR and
performance, where tangible concepts, such as environment and community are not only
more prevalent in ﬁrms’ annual reports but are positively and signiﬁcantly linked with
ﬁnancial performance. Either ﬁrms are unable/unwilling to address more ﬂuid or complex
CSR concerns or these notions are not as integral to corporate performance as one might
suspect. Most signiﬁcant, Maori could be instrumental to ﬁrm performance in New Zealand,
as they potentially leverage the legislative framework entrenching the rights of Tikanga
Maori. Given the increasingly pervasive nature of CSR, do such activities enhance ﬁrm
performance or do they satisfy stakeholders at the expense of long-term wealth creation. Our
results provide evidence suggesting that managing stakeholder with the legal capacity to
affect ﬁrm performance is crucial.
2. Related literature: the economic impact of CSR disclosure
Most CSR studies in ﬁnance literature aim to answer whether CSR “level” matters to ﬁrm
value/performance. At best, the empirical evidence is mixed. For example, recent studies by
Jiao (2010), El Ghoul et al. (2011) and Flammer (2015) have shown strong support for a
positive relationship between CSR and ﬁrm value, while Servaes and Tamayo (2013) and
Ding et al. (2016) have cautioned against this positive relationship.
Another emerging strand of literature in the ﬁeld that is related to the current study
investigates whether managerial disclosures on CSR have an economic impact on ﬁrms.
Most of the existing studies focus on environmental CSR disclosure and rely on CSR
disclosure rankings provided by propriety sources such as Klynveld Peat Marwick
Goerdeler (KPMG). As mentioned, the empirical studies on the relation between CSR
disclosure and ﬁrm value/performance have yielded somewhat conﬂicting results. An early
study by Freedman and Jaggi (1988) reports the overall null economic impact of pollution
disclosures on ﬁrms’ return on assets (ROA). If anything, pollution disclosures are
associated with inferior ﬁnancial performances among ﬁrms in certain industries and size
groups. The negative impact of CSR disclosure is also consistent with a more recent study
by de Villiers and van Staden (2012) who ﬁnd that the environmental disclosures in annual
reports lead to lower proﬁtability (ROA).
Based on the premise that CSR disclosure represents an important channel for
disseminating CSR performance (and thus lower information asymmetry in one aspect of a
ﬁrm) to less informed investors[1] (Cho et al., 2013), the majority of recent studies show that
CSR disclosure affect ﬁrm value/performance positively. According to Dhaliwal et al. (2011),
US ﬁrms that are proactive in CSR disclosure by initiating a stand-alone CSR report (along
with annual report) exhibit superior CSR performance and subsequently beneﬁt from lower
cost of capital. Cahan et al. (2016) extend Dhaliwal et al.’s (2011) study in an international
setting (21 countries covered by KPMG – New Zealand not included). Decomposing a ﬁrm’s
CSR disclosure into expected (corresponding to its national level) and unexpected
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component, they show that “higher than expected” CSR disclosure leads to higher ﬁrm value
(Tobin’s Q). The positive economic impact (in the form of higher share prices) of better CSR
disclosure is also evident in large ﬁrms in Europe (de Villiers and Marques, 2016), South
Africa (de Klerk and de Villiers, 2012) and the UK (de Klerk et al., 2015).
While relevant, our work differs from the above studies and thus provides signiﬁcant
contributions in at least two ways. First, studies on CSR disclosure/reporting in Australasia
are very limited. Rao and Tilt (2016) note that CSR disclosure in Australia is generally low,
relative to other developed countries. Among the top 150 listed companies, the higher extent
of CSR disclosures in annual reports is associated with better corporate governance in the
form of board diversity (particularly gender/tenure/multiple directorship). Nevertheless,
there has been a move to become more proactive in disclosing CSR activities in the region.
Borghei et al. (2016) report that large non-GHG (greenhouse gas) Australian ﬁrms during the
2009-2011 period voluntarily disclose their good practice regarding GHG (which is not
required) to strategically signal the positive prospect of the company. Our study is the ﬁrst
formal study to investigate the economic impact of proactive CSR disclosure in the New
Zealand context. Second, instead of relying on KPMG’s survey-based ranking like most
studies above, we investigate the “emphasis on CSR” management (through word counts)
implied in companies’ annual reports – the most practical source investors can access to. By
doing so, we can also distinguish between the economic impact of “stakeholder-related CSR
disclosure” versus “generic (e.g. environmental type) CSR disclosure.”
3. Data and methodology
3.1 Data
We use a word count approach of several key CSR indicators found in the audited ﬁnancial
reports of NZX50 constituent ﬁrms. Owing to information quality concerns and the
qualitative nature of CSR and Maori engagement (Chatterji et al., 2009; Cho et al., 2013;
Servaes and Tamayo, 2013), we contend that using the audited year-end ﬁnancial reports
would provide the most dependable source of information. Unlike media distributions of
CSR and Maori engagement, information in the annual reports is required to be assured.
This ensures that any CSR andMaori engagement information contained should, in practice,
present the most veriﬁable measure of CSR quality. Furthermore, the annual ﬁnancial
reports are the most easily accessible standardized source of information relating to ﬁrms
available to investors, especially unsophisticated ones. Prudent preparers of the annual
report would address any stakeholder relationships, as they relate to the ﬁrm’s ﬁnancial
position[2]. We posit that ﬁrms (managers) with quality CSR would have a greater
awareness of key stakeholder issues, as they relate to the operation of the business. As such,
CSR-focused ﬁrms are likely to be more mindful of the role stakeholders play with regards to
the ﬁrm’s business operations. It is likely a greater penetration of salient CSR information
would be present in the annual reports of these CSR ﬁrms. By extension, ﬁrms which are
actively engaging Tikanga Maori and providing access to these important stakeholders
should also structure their reports to draw attention to this engagement. Furthermore,
managers could structure the annual reports to showcase the relationship between ﬁrm and
other stakeholders in an attempt to placate stakeholders and improve the ﬁrm’s reputation
and position. Alternatively, ﬁrms with poor CSR and engagement with the local Iwi would
inevitably be subject to activism, litigation and regulatory/consent issues[3]. Again, prudent
reporting would require ﬁrms to address these issues.
Although the approach might appear relatively simple, we believe our methodology
would provide the best initial assessment of standardized replicable CSR data and Maori
engagement. More importantly, our methodology reduces the opportunity for ﬁrms to
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“green wash,” as our measures subtly assess the state of CSR, as the nature of the document
limits a ﬁrm’s ability to overstate its CSR performance. Similar word count approaches have
been shown to correlate highly with actual CSR (Luo et al., 2012), while similar
methodologies, focusing on phrases, were conducted in New Zealand and Australia (Guthrie
and Parker, 1990; Hackston andMilne, 1996).
Speciﬁcally, for each ﬁrm i, the annual ﬁnancial statements associated with each
calendar year-end t from 2002 to 2014 are analyzed if ﬁrm i is a constituent of the NZX50.
Only the annual report pages leading up to the ﬁnancial statements are included in our
analysis, we exclude the ﬁnancial statements and all the notes to the ﬁnancial statements.
We construct seven variables that measure the presence of CSR within the annual report.
Sustainability, Responsibility, Social, Environment, Diversity, Employee, and Community
represent the word counts of the words sustainability, responsibility, social, environment,
diversity, employee, community, and any associated derivatives, respectively. We construct
eight variables within the annual report that measure the penetration of stakeholder
engagement. Koha, Iwi, Maori, Pasiﬁka, Resource Consent, Gift, Charity and Donation
represent the word counts of the words koha, Iwi, Maori, Pasiﬁka, resource consent, gift,
charity, donation and associated derivatives, respectively. R/C Applied, R/C Granted, R/C
Hold, R/C Declined, R/C Appeal and R/C Compliance are dummy variables taking the value
of one if the annual ﬁnancial reports explicitly mention the resource consent context, zero
otherwise. Speciﬁcally, whether the resource consent has been applied for, granted, on hold,
appealed or the ﬁrm is in the process of maintaining compliance, respectively. We control for
the amount of information contained in any one report with Report page count, which is the
number of annual report pages analyzed of for each ﬁrm i in year-end t. Several other
measures are also collected as an alternative to the word counts. CEO/Director mention CSR
is a dummy variable taking the value of one if the chief executive ofﬁcer/director explicitly
mentions CSR in their opening letter to shareholders, zero otherwise. CSR award mentioned
is a dummy variable taking the value of one if the annual report mentions receipt of any
awards for CSR, zero otherwise. Charitable activity mentioned is a dummy variable taking
the value of one if the annual report mentions charitable activity or engagement, zero
otherwise. Separate CSR report is a dummy variable taking the value of one if the annual
report is accompanied with a separate assured CSR report, zero otherwise.
Furthermore, we gather ﬁrm-level market ﬁnancial data from Datastream for each
calendar year end t from 2002 through 2014. We average volume (volume), adjusted price
(price) and adjusted shares outstanding (shares outstanding) for each calendar year-end t.
Furthermore, income statement and balance sheet items are also obtained from Datastream.
Firm size is calculated as the natural logarithm of total assets, leverage is calculated as total
liabilities over total assets and turnover is calculated as the average monthly volume over
market value of equity at the end of each year t. ROA is calculated as earnings before
interest and tax (EBIT) to total assets. Return on equity (ROE) is calculated as EBIT to book
equity. Capital expenditure (CAPEX) is CAPEX over total assets. Research and
development (R&D) is R&D over sales. Finally,m/b is market value of equity to book value
of equity at the end of each year t.
3.2 Descriptive statistics
Table I presents the number of NZX50 ﬁrms assessed for each year that could be matched
with Datastream. As expected, our sample size increases over time as ﬁnancial data from
DataStream become available combined with the inherent survivorship bias in our sample
selection.
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3.2.1 CSR variables. Table II shows the descriptive statistics of the CSR word counts and
annual ﬁnancial report analysis. On average, we analyze 32 pages of a ﬁrm’s annual
ﬁnancial report, with the CEO/Director mentioning CSR in 24 per cent of the annual reports’
opening letter. The words sustainability, responsibility, social and diversity are mentioned
Table I.
Sample size by year
Year No. of firms
2003 34
2004 40
2005 41
2006 41
2007 43
2008 43
2009 43
2010 45
2011 47
2012 48
2013 50
2014 50
Notes: This table shows the number of ﬁrms included in the study for which CSR and Maori mentions and
ﬁnancial data could be matched for each calendar year from 2003 through to 2014
Table II.
CSR variables’
descriptive statistics
Variable Observations Mean SD Minimum Maximum
Report page count 525 32.07 17.41 1 112
CEO/Director mention CSR 524 0.24 0.43 0 1
Sustainability word count 525 3.44 7.72 0 52
Responsibility word count 525 1.77 4.12 0 42
Social word count 526 1.40 4.18 0 55
Environmental word count 525 6.65 9.77 0 79
Diversity word count 525 2.17 6.07 0 56
Employee word count 525 14.19 20.52 0 126
Community word count 525 8.36 15.31 0 109
CSR award mentioned 525 0.06 0.24 0 1
Charitable activity mentioned 526 0.30 0.46 0 1
Separate CSR report 525 0.04 0.19 0 1
Notes: This table shows the descriptive statistics of the CSR word counts and dummy variables
constructed from annual ﬁnancial report analysis. Speciﬁcally, for each ﬁrm i, the annual ﬁnancial
statements associated with each calendar year end t from 2002 to 2014 are analyzed if ﬁrm i is a constituent
of the NZX50. Only annual report pages leading up to the ﬁnancial statements are included in our analysis;
we exclude the ﬁnancial statements and all the notes to the ﬁnancial statements. Sustainability,
Responsibility, Social, Environment, Diversity, Employee and Community represent the word counts of the
words sustainability, responsibility, social, environment, diversity, employee, community and associated
derivatives, respectively. Report page count is the number of annual report pages analyzed of for each ﬁrm i
in year-end t. CEO/director mention CSR is a dummy variable taking the value of one if the CEO/director
explicitly mentions CSR in their opening letter to shareholders, 0 otherwise. CSR award mentioned is a
dummy variable taking the value of one if the annual report mentions receipt of any awards for CSR, zero
otherwise. Charitable activity mentioned is a dummy variable taking the value of one if the annual report
mentions charitable activity or engagement, zero otherwise. Separate CSR report is a dummy variable
taking the value of one if the annual report is accompanied with a separate assured CSR report, 0 otherwise
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fewer than four times on average in the ﬁnancial reports (3.44, 1.77, 1.40 and 2.17,
respectively). In contrast, the words environment, employee and community are mentioned
more than twice as often on average in ﬁnancial reports (6.65, 14.19 and 8.36, respectively).
Community and employee are both mentioned over a 100 times in a single report with 109
and 126 mentions, respectively, followed by environment with 79. Assuming our word
counts proxy for CSR, these descriptions offer very basic support of our earlier assertion
that CSR ﬁrms would disseminate more information relating to key stakeholders (like
employees and the local community) who have tangible impacts on the performance of the
ﬁrm. It is clear that ﬁrms favor language that relate to nouns and objects rather than
concepts and adjectives. Approximately 6 per cent of annual reports mention a CSR-related
award, while 30 per cent of annual reports mention a ﬁrm’s charitable activity, alternatively
only 4 per cent of annual reports are accompanied by a separate assured CSR reports. These
descriptive statistics suggest that ﬁrms are more likely to disclose CSR-related information
within the annual ﬁnancial statements and in the opening letter, than package such
information separately.
3.2.2 Maori engagement variables. Table III shows the descriptive statistics of the Maori
engagement word counts and annual ﬁnancial report analysis. The word koha (Mead and
Mead, 2003, pp. 181-192) (meaning gift or offering, but importantly a custom tied to an
exchange)[4] is not mentioned at all in the ﬁnancial reports, suggesting that any charitable
contributions to local Iwi or Maori are not reported as koha, but as either gifts or donations.
Firms mention Iwi, at least once, in 15 per cent of annual reports with some mentions up to
eight times. Similarly, Maori are mentioned, at least once, in 16 per cent of annual reports, up
Table III.
Maori variables
descriptive statistics
Variable Observations Mean SD Minimum Max
Koha 484 0.00 0.00 0 0
Iwi 484 0.15 0.67 0 8
Maori 484 0.16 0.63 0 6
Pasiﬁka 484 0.03 0.33 0 6
Resource Consent 484 0.75 2.79 0 20
RC Applied (1/0) 484 0.06 0.23 0 1
RC Granted (1/0) 484 0.07 0.25 0 1
RC Hold (1/0) 484 0.04 0.18 0 1
RC Declined (1/0) 484 0.00 0.05 0 1
RC Appeal (1/0) 484 0.00 0.05 0 1
RC Compliance (1/0) 484 0.02 0.14 0 1
Gift 484 0.05 0.27 0 3
Charity 484 0.75 1.95 0 19
Donation 484 2.29 2.50 0 19
Notes: This table shows the descriptive statistics of the Maori word counts and dummy variables
constructed from annual ﬁnancial report analysis. Speciﬁcally, for each ﬁrm i the annual ﬁnancial
statements associated with each calendar year-end t from 2002 to 2014 are analyzed if ﬁrm i is a constituent
of the NZX50. Only annual report pages leading up to the ﬁnancial statements are included in our analysis;
we exclude the ﬁnancial statements and all the notes to the ﬁnancial statements. Koha, Iwi, Maori, Pasiﬁka,
Resource Consent, Gift, Charity and Donation represent the word counts of the words koha, Iwi, Maori,
Pasiﬁka, resource consent, gift, charity, donation and associated derivatives, respectively. R/C Applied, R/C
Granted, R/C Hold, R/C Declined, R/C Appeal, and R/C Compliance are dummy variables taking the value of
one if the annual ﬁnancial reports explicitly mention the resource consent context, zero otherwise.
Speciﬁcally, whether the resource consent has been applied for, granted, on hold, appealed, or the ﬁrm is in
the process of maintaining compliance, respectively
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to six times in some reports. Pasiﬁka are mentioned in only 3 per cent of annual reports, up
to six times in some reports. As is evident, ﬁrm awareness or engagement with Maori/
Pasiﬁka, insofar as it is evident in the ﬁnancial reports, is limited and certainly lower than
their concern with more traditional CSR issues. Alternatively, resource consent is mentioned
in 75 per cent of annual reports, with some reports up to 20 times. It is evident that the
Resource Management Act 1991 at the very least is important enough for three quarters of
ﬁrms to address it in their annual reports. In addition, around 5 per cent of ﬁrms report their
resource consent status to be either applied, granted or on hold (0.06, 0.07 and 0.04,
respectively), with few ﬁrms reporting that their resource consent status is declined, in
appeal or meeting compliance issues (0.00, 0.00 and 0.02, respectively). Firms prefer to
present their philanthropic activity as donations rather than gifts or charity with mention of
donations receiving substantially more mentions than charity and gift (2.29, 0.75 and 0.05
per report, respectively). These descriptive statistics provides an initial glimpse into the
integration between the New Zealand business community and Tikanga Maori concerns. It
would seem that ﬁrms display an awareness of CSR, especially where tangible matters, such
as employees, the environment and community are concerned. However, New Zealand ﬁrms’
awareness (or willingness to understand if we can be so bold) of equally important but more
conceptual concerns relating to diversity, especially Maori seem limited. There appears to be
a limited attempt to address the legitimate interests of Maori as prescribed by the Treaty of
Waitangi 1977 and Resource Management Act 1991. However, it is evident that Maori
receive a greater focus than Pasiﬁka in annual reports, which might be indicative of the
aforementioned legal framework working to protect Maori, as opposed to Pasiﬁka.
Table IV reports the descriptive statistics of the word counts conditioned over the
number of pages analyzed in the ﬁnancial reports or ratios. Similar to Table II, the ratios
indicate that tangible stakeholder concerns relating to environment, employees and
community are mentioned with much greater frequency per page (0.18, 0.37 and 0.23,
respectively) than sustainability, responsibility, social and diversity (0.08, 0.04, 0.03 and
Table IV.
Word count ratio
descriptive statistics
Variable Observations Mean SD Minimum Max
Sustainability ratio 525 0.08 0.16 0 1.26
Responsibility ratio 525 0.04 0.09 0 0.67
Social ratio 525 0.03 0.08 0 0.93
Environmental ratio 525 0.18 0.25 0 1.98
Diversity ratio 525 0.05 0.14 0 1.12
Employee ratio 525 0.37 0.42 0 3.00
Community ratio 525 0.23 0.39 0 2.73
Iwi ratio 484 0.00 0.02 0 0.19
Maori ratio 484 0.00 0.02 0 0.24
Pasiﬁka ratio 484 0.00 0.01 0 0.27
Resource consent ratio 484 0.02 0.08 0 0.67
Gift ratio 484 0.00 0.01 0 0.05
Charity ratio 484 0.02 0.06 0 0.46
Donation ratio 484 0.09 0.11 0 1.00
Notes: This table shows the descriptive statistics of the CSR and Maori word ratios constructed from
annual ﬁnancial report analysis. Speciﬁcally, for each ﬁrm i the annual ﬁnancial statements associated with
each calendar year-end t from 2002 to 2014 are analyzed if ﬁrm i is a constituent of the NZX50. Only annual
report pages leading up to the ﬁnancial statements are included in our analysis; we exclude the ﬁnancial
statements and all the notes to the ﬁnancial statements. The table represents the ratio of word counts to the
total number of pages in the annual ﬁnancial report
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0.05, respectively). With the exception of resource consent and donation, words relating to
Iwi, Maori, Pasiﬁka and gift occur in fewer than 1 per cent of annual report pages.
Table V reports the pooled ﬁnancial descriptive statistics of the sample from 2002 to
2014. The average ﬁrm has a market capitalization of $5.5bn and EBIT of $750m. The
average ﬁrm has an ROA of 6 per cent and an ROE of 10 per cent, and is levered at 27 per
cent.
4. Results
4.1 Univariate results
Table VI reports the CSR univariate test statistics for the pooled sample spanning calendar
years 2002 through 2014. The study groups ﬁrms based on whether or not a company
mentions one of the keywords analyzed. We test whether ROA is statistically signiﬁcantly
different over the groups conditioned on keywords. First, ﬁrms where a CEO/Director
makes reference to CSR in the opening address seem to report ROA of nearly 9 per cent, this
is contrasted with ﬁrms that do not at 4 per cent (8.96 and 4.26, respectively). The difference
is statistically signiﬁcant at the 95 per cent conﬁdence level. Similarly, ﬁrms that mention
charitable activity report ROA of 8 per cent versus 4 per cent for those that do not (8.18 and
4.19, respectively, at the 95 per cent conﬁdence level). Again tangible CSR factors such as
environment, employee and community are associated with ROA of roughly 7 per cent for
ﬁrms that make mention of these concepts (7.21, 7.27 and 7.33, respectively), as opposed to
average ROA of less than 3 per cent for environment and 2 per cent for employee. These
results are signiﬁcant at the 99 per cent conﬁdence level and support our earlier assertion
that those more tangible CSR concepts receive more attention in the corporate sphere,
perhaps because there might be signiﬁcant association with corporate performance.
Alternatively, sustainability, responsibility, social and diversity are not signiﬁcantly
associated with ROA. Our results do not suggest a causal relationship between our
approximation of CSR awareness in ﬁrms and ROA. If anything, they could suggest that
more proﬁtable ﬁrms have the resources to engage key stakeholders and, as such, provide
information around their engagement in their annual reports. What we ﬁnd interesting, the
causal debate notwithstanding, is the signiﬁcance of tangible CSR concepts, as they apply to
relatable stakeholders, to the corporate world. Either ﬁrms are unable/unwilling to address
more ﬂuid or complex CSR concerns or these notions are not as integral to corporate
performance as one might suspect.
Table VII reports the univariate statistics for the difference of ROA conditioned over
groups dependent on their mention of keywords relating to Maori. The study divides ﬁrms
into groups based on whether a company mentions one of theMaori keywords analyzed.We
test whether ROA is statistically signiﬁcantly different over the groups conditioned on
keyword. Firms mentioning Iwi and Maori both have ROA of more than 7 per cent, while
those that do not have ROA of 1 per cent on average. These results are signiﬁcant at the 99
per cent conﬁdence level. However, ﬁrms that mention Pasiﬁka do not have statistically
different ROA. Surprisingly, ﬁrms that mention resource consent also do not have
statistically different ROA. These results provide a preliminary indication that ﬁrms that
are aware or sensitive to Maori stakeholders are associated with increased proﬁtability.
Interestingly, this association does not hold for diversity in general as sensitivity to Pasiﬁka
does not seem to be associated with proﬁtability. This is perhaps an early indication that
Maori could be instrumental to ﬁrm performance in New Zealand, as they potentially
leverage the legislative framework entrenching the rights of Tikanga Maori. Other minority
groups that do not receive the same level of protection do not display any association.
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In Table VIII, we present univariate test statistics for mentions of resource consent
conditioned over groups of ﬁrms based on whether a company mentions one of the Maori
keywords analyzed. We test whether the mention of resource consent is statistically
signiﬁcantly different over the groups conditioned on keywords. We posit that the Resource
Table VI.
Univariate tests for
differences over ROA
(CSR)
Mentioned in report (Yes = 1)
Variable 0 1 t-statistic p-value
CEO/Director mention CSR 4.26 8.96 2.15 0.031
Obs. 378 119
CSR award mentioned 5.45 4.377 0.267 0.789
Obs. 470 28
Charitable activity 4.19 8.18 1.98 0.048
Obs. 347 152
Sustainability 7.7 6.36 0.876 0.381
Obs. 289 209
Responsibility 4.11 7.11 1.597 0.11
Obs. 285 213
Social 4.98 6.2 0.622 0.533
Obs. 325 174
Environmental 2.8 7.21 2.33 0.019
Obs. 205 293
Diversity 4.75 7.28 1.177 0.234
Obs. 372 126
Employee 1.97 7.27 4.04 0.000
Obs. 101 397
Community 0.54 7.33 3.321 0.001
Obs. 142 356
Notes: This table reports the univariate test statistics for the pooled sample spanning calendar years 2002
through 2014. The t-statistic and p-value are the results of a univariate test of the difference between ROA
over the groups of ﬁrms that make mention of CSR words. Groups are deﬁned as companies that make
reference to the CSR-related terms: Sustainability, Responsibility, Social, Environment, Diversity, Employee
and Community
Table VII.
Univariate tests for
differences over ROA
(Maori)
Mentioned in Report (Yes = 1)
Variable 0 1 t-statistic p-value
Iwi 1.1 7.4 3.100 0.000
Obs. 130 334
Maori 1.1 7.4 3.100 0.000
Obs. 130 334
Pasiﬁka 5.61 6.94 0.186 0.851
Obs. 456 8
Resource Consent 5.58 5.95 0.141 0.887
Obs. 395 69
Notes: This table reports the univariate test statistics for the pooled sample spanning calendar years 2002
through 2014. The t-statistic and p-value are the results of a univariate test of the difference between ROA
over the groups of ﬁrms that make mention of Maori words. Groups are deﬁned as companies that make
reference to the Maori-related terms: Koha, Iwi, Maori, Pasiﬁka, Resource Consent, Gift, Charity and
Donation
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Management Act 1991 is one the key pieces of legislation that directly affect the business
community, that explicitly provides for the interests of Tikanga Maori under Crown’s
Treaty of Waitangi Act 1977 obligations. As is evident, 75 per cent of ﬁrms that mention
Maori and Iwi within their annual reports also mention resource consent, contrasted with 4
per cent of ﬁrms that mention Maori or Iwi and no not discuss resource consent concerns.
These results are robust at 99 per cent signiﬁcance and provides a statistical association
between the resource Management Act 1991 and Maori engagement. The results highlight
that ﬁrms at least recognize the importance of Maori when navigating resource consents.
4.2 Regression results
Although the aim of our study is to provide an initial overview of CSR, Maori and the
Resource Management Act (RMA) within a ﬁnancial context, we also include multivariate
model speciﬁcations in Tables IX and X to control for ﬁrm-speciﬁc characteristics. Table IX
presents the multivariate regression results, with ROA as the dependent variable, while, in
Table X, ROE is the dependent variable. Model (1) in both Tables IX and X presents the
regression results for CEO/director mentions of CSR in their opening statement. In Table IX,
ﬁrms where a CEO/director makes reference to CSR in the opening address experience an
increase in ROA of 3.7 or 20 per cent of a standard deviation. This difference is statistically
signiﬁcant at the 95 per cent conﬁdence level. When we consider ROE in Table X, the
signiﬁcance of this relationship disappears.
Next, we consider the contribution of charitable behavior as measured by Gift Ratio. In
Model (2) of both Table IX and X, a ﬁrm’s disclosure of gifting within their annual ﬁnancial
report is signiﬁcantly associated to both ROA and ROE at the 99 and 95 per cent conﬁdence
levels, respectively. The regression coefﬁcient suggests that, for every mention of the word
gift, or its derivative, there is an associated increase in ROA (ROE) of 5 per cent (6 per cent),
while a 1 standard deviation increase in the mention of giftwould be associated with a ROA
(ROE) that is 27 per cent (30 per cent) higher.
Model (3) in both Tables IX and X presents the results for a dummy variable, taking the
value of 1 if there is any mention of CSR activity and related terms, and 0, if otherwise. Our
results indicate a signiﬁcant association between ROA (and ROE) and CSR disclosures at
the 95 per cent conﬁdence level. Speciﬁcally, mentioning CSR is associated with an ROA
(ROE) that is 0.56 (0.59) of a standard deviation higher than the average ROA (ROE) in our
sample.
Lastly, Model (4) in both Tables IX and X presents the association between the RMA,
Maori disclosure and ROA (ROE). Our results indicate that ﬁrms disclosing any
involvement with the Resource Management Act seem to be associated with signiﬁcant
Table VIII.
Univariate tests for
differences over
resource consent
(Maori)
Mentioned in report (Yes = 1)
Variable 0 1 t-statistic p-value
Iwi 0.041 0.753 9.113 0
Obs. 418 73
Maori 0.041 0.753 9.113 0
Obs. 418 73
Notes: This table reports the univariate test statistics for the pooled sample spanning calendar years 2002
through 2014. The t-statistic and p-value are the results of a univariate test of the difference between;
Resource Consent over the groups of ﬁrms that make mention of Maori words. Groups are deﬁned as
companies that make reference to Iwi andMaori
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reductions in both their ROA and ROE at the 99 per cent conﬁdence level. Firms mentioning
the impact of the RMA within their annual report are associated with a 0.25 of a standard
deviation reduction in ROA and a 0.37 of a standard deviation reduction in ROE. However,
disclosing Maori issues within the annual reports is not signiﬁcantly related to ROA but is
related to ROE at the 95 per cent signiﬁcance level. In fact, mentioning Maori is associated
with a 0.23 of a standard deviation increase in ROE.
5. Discussion and concluding remarks
Our results provide one of the ﬁrst analyses linking the interplay between CSR, Maori, the
RMA, and corporate ﬁnancial performance (CFP) using information publicly observable in
annual ﬁnancial reports. While a survey by de Villiers and van Staden (2012) indicates a
preference on CSR disclosure among New Zealand investors, the economic impact of CSR
highlighted in annual reports has never been studied in the New Zealand context. We
document a link between CFP and CSR. We provide evidence of an association between ﬁrms
that indicate awareness of their community and higher levels of ROA. However, we show that
not all aspects of CSR are equal. Firms that are unable to focus their attention on key internal
stakeholders and instead waste managerial capital on vague social policies and activities with
little regard to the key business processes, might not be enhancing ﬁrm performance. We
present the ﬁrst indication that a focus on Maori stakeholders could provide valuable beneﬁts
to ﬁrms, especially where the resource consents are concerned. More importantly we evidence
the ﬁnancial costs to ﬁrms associated with the RMA. It is important to note that our CSR
Table IX.
Multivariate
robustness tests for
ROA
Variables
(1) (2) (3) (4)
CEO Gift CSR RC and Maori
Size 2.289 (1.673) 4.204** (1.850) 2.058 (1.494) 4.169** (1.913)
Leverage –11.55*** (2.333) –11.56*** (1.362) –11.31*** (2.348) –11.62*** (1.463)
Market to book –0.009 (0.238) 2.298** (0.963) 0.009 (0.234) 2.147** (0.990)
Turnover 0.000 (0.000) –0.000* (0.000) –0.000 (0.000) –0.000 (0.000)
CAPEX 0.127 (0.101) 0.114 (0.080) 0.155 (0.098) 0.112 (0.079)
R&D –142.0* (72.62) –116.1*** (41.56) –131.0* (74.21) –117.9*** (40.86)
CEO dummy 3.722** (1.543)
Gift ratio 288.7*** (110.0)
CSR index dummy 8.489** (3.731)
Resource consent dummy –3.853*** (1.371)
Maori dummy 1.810 (1.643)
Intercept –17.76 (21.54) –45.66* (25.26) –22.18 (20.89) –44.80* (25.65)
N 405 376 405 380
R2 0.322 0.398 0.333 0.395
Adjusted R2 0.290 0.368 0.302 0.364
F-statistic 6.530 11.46 6.560 9.410
p 0.000 0.000 0.000 0.000
Notes: This table reports the pooled OLS regression coefﬁcients of the relationship between ROA and the
various CSR disclosure metrics over calendar years 2002 through 2014. The dependent variable in all
regressions is ROA. Column (1) includes a dummy variable taking the value of one when the CEO/director
discloses any CSR policies in the opening statement. Column; (2) includes the ratio of the number of times
gifting is mentioned in the annual report. Column (3) includes a dummy variable taking the value of 1 if the
report makes any mention of CSR policies. Column (4) includes two dummy variables taking the value of
one if resource consent is mentioned and the other for Maori mentions. We control for year-ﬁxed effects. *,
**and ***indicate signiﬁcance at the 10, 5 and 1% levels, respectively
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measure only captures the prevalence of CSR or Maori awareness within the text of the annual
report. It is likely that the different relationships between CFP and speciﬁc words stem from a
speciﬁcity issue. Management with a sound understanding of CSR is likely to focus on key
stakeholders that present opportunities for shared values. As such, these ﬁrms are more likely
to report on speciﬁc relationships, activities, or events that relate to the key stakeholders in
their annual report (seeing an increase in words relating to employees, Maori and the
community). Furthermore, these ﬁrms might indeed have a sustainable, environmental or
diversity focus, but only communicate these as they relate to key tangible stakeholders.
Alternatively, we suspect that the insigniﬁcant CFP association with the words such as “social”
and “sustainability” might be indicative of a management team with a desire to incorporate
CSR with little regard to creating shared value with key stakeholders associated with the
business’s operations.
We document that corporate philanthropy tends to be associated with higher levels of CFP,
although the link is likely endogenous. We suspect that philanthropy is driven by CFP and
those ﬁrms may increase philanthropy at times of increased CFP. Additionally, we present
evidence to suggest that ﬁrms competing for CSR recognition do not signiﬁcantly enhance
CFP. Lastly, our results suggest that CSR and Maori stakeholder engagement could potentially
be implied from ﬁnancial reporting as we provide evidence that CSR and Maori information
implied by ﬁnancial reports have a signiﬁcant association with CFP. Further research is
necessary to bear out this study’s initial conclusions. However, the study, at least, presents
evidence that some ﬁrms are aware of CSR andMaori and those ﬁrms have signiﬁcantly higher
ROA.
Table X.
Multivariate
robustness tests for
ROE
Variables
(1) (2) (3) (4)
CEO Gift CSR RC and Maori
Size 11.58** (4.676) 12.66** (5.460) 10.42** (4.052) 12.78** (5.503)
Leverage –54.55* (29.503) –52.99* (29.38) –57.56** (29.09) –59.59** (30.23)
Market to book 5.349*** (0.746) 5.841*** (1.974) 5.123*** (0.654) 5.252*** (1.880)
Turnover –0.000 (0.000) –0.000 (0.000) –0.000 (0.000) –0.000* (0.000)
CAPEX 0.251 (0.190) 0.249 (0.184) 0.318* (0.186) 0.248 (0.179)
R&D –332.3*** (90.58) –285.8** (121.1) –323.6*** (92.24) –289.7** (119.52)
CEO dummy 0.170 (2.655)
Gift ratio 521.8** (231.0)
CSR index dummy 19.53** (9.319)
Resource consent dummy –12.042*** (4.214)
Maori dummy 7.805** (3.230)
Intercept –132.9** (54.16) –150.0** (68.24) –130.1** (51.78) –143.0** (66.28)
N 401 374 401 378
R2 0.381 0.282 0.401 0.294
Adjusted R2 0.352 0.246 0.373 0.256
F-statistic 7.840 1.850 10.810 2.160
p 0.000 0.019 0.000 0.004
Notes: This table reports the pooled OLS regression coefﬁcients of the relationship between ROE and the
various CSR disclosure metrics over calendar years 2002 through 2014. The dependent variable in all
regressions is ROA. Column (1) includes a dummy variable taking the value of one when the CEO/Director
discloses any CSR policies in the opening statement. Column (2) includes the ratio of the number of times
gifting is mentioned in the annual report. Column (3) includes a dummy variable taking the value of 1 if the
report makes any mention of CSR policies. Column (4) includes two dummy variables taking the value of
one if resource consent is mentioned and the other for Maori mentions. We control for year-ﬁxed effects. *,
**and ***indicate signiﬁcance at the 10, 5 and 1% levels, respectively
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Notes
1. The positive economic impact of proactive CSR disclosure can also come from improved
perception regarding ﬁrm value (Elliott et al., 2014) and hedging against adverse publicity
(Matsumura et al., 2014).
2. Annual reports document the ﬁnancial position of a ﬁrm as at a certain date. In addition, the
annual report should also highlight any going concern issues as of that date.
3. Iwi refers to the Maori people or tribe.
4. Koha is a New Zealand custom seen as a gift or exchange for a reciprocal action. It would be
customary for a ﬁrm to initiate a relationship with Iwi by oﬀering Koha to facilitate their
involvement in any legislative considerations, i.e. resource management consent.
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